AD690531 


Aftfl  191?  K69-5M 


t 

4 


PPBS  AND  FUTURE 
TRENDS  IN 


DUR  SOCIETY  I 


M69-51-1 


PPBS  AND  FUTURE  TRENDS  IN  OUR  SOCIETY 


by 


MICHAEL  J.  FLAX 


THF"~  — 

MITRE 


CORPORATION 


BOX  208 

BEDFORD. MASSACHUSETTS 


Any  views  expressed  in  this  paper  are  those  of  the 
author.  They  should  not  Oe  interpreted  as  reflecting 
the  views  of  The  MITRE  Corporation  or  the  official 
opinion  or  policy  of  any  of  its  governmental  spon¬ 
sors.  This  paper  is  being  distributed  because  of  its 
general  interest  to  the  public  and  as  a  courtesy  to 
the  author. 


ABSTRACT 


A  relationship  is  shown  between  some  of  the  predicted  changes 
in  our  society  caused  by  rapid  technological  progress  and  the  intro¬ 
duction  of  PPBS  (Planning,  Programming,  Budgeting  System)  throughout 
government.  A  description  of  some  of  these  changes  and  a  review  of 
the  history  and  functional  evolution  of  the  PPBS  methodology  is 
provided  as  background  for  a  discussion  of  this  relationship. 
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PREFACE 


More  people,  decreased  space-time  relationships,  historically 
unprecedented  output  of  material  goods  and  an  increasing  rate  of 
change  characterize  the  recent  past  and  will  dominate  the  immediate 
future.  The  pace  at  which  new  problems  are  now  multiplying  and 
old  ones  escalating  in  the  face  of  the  traditional  social  inertia 
in  approaching  and  solving  such  problems  is  already  noticeable 
among  the  poor  and  the  young.  New  ways  of  looking  at  institutional 
change  are  mandatory  and  this  paper  is  addressed  to  one  of  these 
innovat ions . 

Traditionally,  our  society  has  placed  values  on  its  goals  and 
then  generated  means  toward  goal  fulfillment.  Often  as  a  social 
stabilizing  technique,  the  means  have  acquired  the  value  of  the 
goals.  Hence,  legal  concepts  (e.g.,  the  Constitution  and  states 
rights)  and  institutions  (e.g.,  the  convention  system  and  NATO) 
which  are  means,  have  been  endowed  with  the  values  of  the  goals 
to  which  they  were  directed.  It  is  the  virtue  of  the  PPBS  system 
that  it  examines  the  output  of  means  in  terms  of  goal  fulfillment. 
Hence,  this  may  enable  institutions  which  have  in  the  past  satis¬ 
factorily  fulfilled  their  role  of  creating  stability  in  a  slowly 
adapting  society  to  adapt  to  changing  requirements  more  rapidly. 

On  the  other  hand,  where  this  stabilizing  inertia  works  to  the 
detriment  of  social  wellbeing  PPBS  permits  examination  of  means 
stripped  of  their  value  connotation. 

A  young  child  ventures  into  worlds  fraught  with  failure 
hundreds  of  times  a  day.  His  failure  rate  is  high  but  so  is  his 
learning  rate.  As  he  matures  he  opens  himself  less  to  situations 
in  which  he  may  fail  and  his  learning  rate  slows.  So  too  with 
society.  PPBS  may  permit  society  to  take  more  chances  with  institu¬ 
tional  change  while  concurrently  limiting  the  possibilities  of 
failure.  Perhaps  it  is  too  much  to  claim  that  this  process  alone 
will  keep  our  society  vital  and  dynamic  in  a  world  of  growth, 
change  and  awesome  technological  innovation,  but  it  certainly  will 
assist  in  the  adjustment  which  must  be  made.  PPBS  itself  is  a 
changing  concept,  and  it  must  be  freely  criticized,  evaluated,  and 
modified  to  keep  pace  with  changing  requirements.  This  paper  is 
devoted  to  some  preliminary  consideration  of  PPBS  application  in 
a  world  characterized  by  technological  innovation.  Although 
preliminary,  it  opens  a  new  vista  for  democratic  governments  to 
manage  social  change  in  the  interests  of  the  citizenry. 


Dr.  William  Marcuse, 
Associate  Department  Head 
Systems  Analysis  Department 
The  MITRE  Corporation 


Bedford,  Massachusetts 
April  4,  1969 
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FOREWORD 


In  the  course  of  a  bibliographic  survey  in  support  of  Dr.  Martin 
Jones  for  the  Project  Evaluation  Model  (PEM)  Study  recently  conducted 
for  the  New  England  Regional  Commission  (NERC) ,  certain  relationships 
became  evident  between  functional  planning  (as  done  in  PPBS  systems) 
and  certain  overall  trends  of  our  society.  It  is  hoped  that  this  paper 
will  encourage  further  work  in  exploring  the  broader  implications  and 
relationships  between  innovation  and  planning  methodologies  throughout 
our  society. 
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SECTION  I 


INTRODUCTION 

A  great  deal  has  been  written  recently  about  the  effects  of 
technology  on  our  society.  Specifically,  predictions  are  being  made 
as  to  how  the  increasingly  rapid  progress  in  technology  has  already 
produced  drastic  changes  throughout  our  society,  and  how  the  pace  of 
these  changes  is  bound  to  increase  in  future  years  (See  References  (1), 
(2)). 


At  the  same  time  as  these  predictions  are  being  made,  a  method  of 
budgeting  known  as  the  Planning,  Programming,  Budgeting  System  (PPBS) , 
originally  developed  and  applied  in  the  Defense  Department,  is  being 
introduced  throughout  the  Federal  Government  and  in  many  State  Govern¬ 
ments  . 

In  this  paper  I  shall  discuss  how  certain  aspects  of  this  budget¬ 
ing  system  were  made  necessary  by  the  rapid  changes  in  society  and  will 
aid  in  coping  with  this  phenomena.  Thus,  this  paper  will  include: 

1.  a  description  of  some  of  the  present  as  well  as 
predicted  changes  in  our  society  resulting  from 
the  rapid  pace  of  technology, 

2.  a  description  of  the  evolution  and  operation  of 
PPBS, 

3.  a  discussion  of  how  PPBS  implementation  is  related 
to  these  alterations  in  our  society,  and  finally 

4.  a  discussion  of  further  implications  of  this 
relationship . 
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SECTION  II 


SOME  PREDICTIONS  OF  FUTURE  CHANCE 

The  rapid  advance  of  technology  does  not  in  itself  produce  change. 
What  it  does  is  to  create  new  possibilities  for  action;  it  alters  and 
expands  the  number  of  choices  that  can  be  made.  For  example,  as  a 
result  of  satellite  and  electronics  technology,  we  now  have  the  option 
of  building  a  world-wide  weather  data  collection  system,  while  nuclear 
technology  gives  us  the  option  of  building  large  desalinization  plants 
in  remote  areas. ^ 

These  same  technological  changes  can  also  cause  profound  social 
changes.  The  automobile  made  our  present  suburbs  possible  and 
profoundly  changed  our  habits  in  important  areas  ranging  from  sex  to 
earning  a  living.  Television  has  brought  wars  and  riots  into  our 
living  rooms,  and  it  appear®  as  though  its  effects  are  beginning  to 
change  our  views  on  warfare  and  overthrow  our  conventional  politics. 

Since  technological  change  has  always  caused  profound  social  effects 
(the  wheel,  steam  engine,  telephone,  etc.)  what  is  so  unusual  about 
our  present  situation?  Well  known  analysts,  including  Herman  Kahn  and 
E.  G.  Mesthene  ,(Ref .  1,  A)  claim  that  the  rate  of  change  today  is  so  much 
greater  than  ever  before  that  it  may  be  on  the  verge  of  causing  an 
order  of  magnitude  transformation  of  our  society. 

2 

Out  large  number  of  well  trained  scientists  and  the  huge  sums 
spent  on  research  and  development  are  resulting  in  a  geometrical  expan¬ 
sion  in  the  rate  and  pervasiveness  of  technological  change.  Our  system 
of  large  corporations  linked  with  large  universities  competing  in  a 
relatively  free  market  fans  the  flames  of  rapid  innovation.  Since  we 
usually  consider  only  first  order  effects  when  instituting  changes, 
the  imbalances  resulting  from  past  innovations  (pollution,  damage  to 
the  unborn,  etc.)  are  causing  us  to  step  up  our  pace  in  seeking  tech¬ 
nological  solutions  to  these  problems.3  Of  course  the  staggering  sums 
spent  on  the  armaments  race  as  well  as  the  space  race  have  further 
intensified  the  rush  to  newer,  better  and  less  expensive  technology. 


1 'Albert  Wilson  expresses  this  thought  as  follows:  "In  an  increasing 
number  of  technological  areas  we  have  recently  moved  from  the  regime 
of  finding  a  way  to  the  regime  of  chops ing  the  best  way.  The  task  is 
no  longer  to  remove  material  limitations,  but  to  set  up  limitations  of 
our  own."  (Ref.  3) 

^ '90%  of  all  scientists  who  have  ever  lived  are  alive  today.  (Ref.  5) 

^'Boulding  comments:  "where  knowledge  is  an  essential  part  of  the  system, 
knowledge  about  the  system  changes  the  system  itself"  (Ref.  6) 
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The  large  number  of  areas  where  far  reaching  changes  have  recently 
occurred,  are  occurring  or  are  imminent  stagger  the  imagination.  A 
few  of  these  areas  and  some  of  their  effects  on  our  society  are  listed  as 
follows: 


Ecology  -  an  awareness  of  the  creeping  stagnation  of 
our  water  resources;  the  danger  of  auto  exhaust 
fouling  the  air  of  our  cities. 

Communication  -  TV's  effect  on  political  campaigns 
and  conventions;  wideband  CATV  permitting  many 
information  channels  into  every  home. 

Automation  -  more  leisure,  less  need  for  unskilled 
labor;  an  undermining  of  the  puritan  ethic  and  the 
psychology  of  scarcity. 

Computers  -  the  rights  of  the  individual  vs.  the 
efficiency  of  huge  data  banks;  the  information 
explosion. 

Biology  -  ethical  dilemmas  of  transplants;  the 
possibility  of  creating  "test  tube  babies";  the 
ethics  of  modifying  human  genetic  material  and  the 
genetic  process  itself. 

Health  -  the  population  and  hunger  explosions;  the 
"pill"  and  its  effect  on  morality. 

Religion  -  the  worldwide  ecumenical  movement; 
reform  and  rebellion  in  the  Catholic  Church. 

Transporta t ion  -  the  accessibility  of  the  whole 
world  to  jet  travel;  the  ascendancy  of  the  auto¬ 
mobile  over  railroad  and  mass  transportation;  the 
desirablility  of  the  SST  and  its  supersonic  boom. 

Weaponry  -  the  irrationality  of  general  nuclear 
war  and  the  inability  to  "win"  limited  wars;  the 
success  of  "political"  and  guerrilla  warfare 
against  superior  firepower. 

This  listing  could  go  on  for  many  pages.  The  present  magnitude  of 
some  of  these  changes  is  illustrated  by  the  names  commonly  used  to 
describe  some  of  their  effects--the  population  and  information  "explo¬ 
sions,"  the  "balance  of  terror,"  etc. 
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Our  values  are  being  affected  in  many  ways.  Increased  prosperity 
is  weakening  our  puritan  ethic.  Skill  in  leisure  is  becoming  more 
important,  and  the  problems  of  distribution  and  the  maintaining  of 
levels  of  consumption  are  often  much  more  difficult  than  the  production 
of  the  goods  themselves. ^  The  increasing  rate  of  changing  values  may 
mean  that  our  emphasis  will  soon  have  to  shift  from  the  values  them¬ 
selves  to  the  process  of  "valuing.”  Thus,  since  the  substance  of  what 
we  value  (e.g.,  the  "hard  work"  of  the  puritan  ethic)  is  changing,  we 
must  devote  more  of  our  efforts  into  determining  just  what  our  values 
should  be,  rather  than  defending  those  we  presently  believe  in. 


These  changes  are  occurring  so  rapidly  and  in  so  many  areas  at  the 
same  time  that  some  authors  believe  that  our  society  is  becoming  a 
society  whose  principal  defining  characteristic  i_s  change  rather  than 
stability.  This  would  be  the  kind  of  world  envisioned  by  the  pre 
Socratic  philosopher,  Heraclitus,  who  saw  change  as  the  essence  of 
being. ^  This  concept  of  a  "Heraclitian  World"  has  profound  implica¬ 
tions  in  how  we  understand,  organize,  and  evaluate  the  world.  Most 
of  our  habits  of  language  and  thought,  our  institutions  and  practices, 
our  politics,  and  our  most  cherished  values  were  developed  with  the 
assumption  that  stability  is  more  characteristic  of  the  world  than 
change,  i„e.,  that  change  is  but  a  temporary  perturbation  of  stability 
or  a  transition  to  a  new  (and  presumed  better?)  stable  state. 


It  is  true  that  in  some  ways  our  society  is  more  willing  to  accept 
change  than  many  others. ^  However,  it  is  the  technological  aspects  of 
change  which  Mr.  Nixon  refers  to.  We  Americans  do  enthusiastically  encourage 
the  rapid  development  of  the  newest  technology.  It  is  the  secondary  and 


‘The  increase  in  leisure  time  may  only  benefit  those  involved  in  the 
direct  production  of  goods.  Those  whose  jobs  call  for  understanding  our 
society  are  caught  up  in  a  "feedback  effect"  from  the  information 
explosion  and  are  busier  than  ever  before! 

2 

"The  term  "Heraclitian  World"  to  describe  this  state  was  introduced  by 
Mesthene.  A  famous  quotation  from  Heraclitus  is  "you  cannot  step  twice 
into  the  same  river,  for  its  waters  are  continually  flowing  on."  (Ref.  1) 
3 

‘Richard  Nixon  expressed  this  point  of  view  as  follows:  "If  there  is 
a  single  quality  that  sets  Americans  apart,  I  believe  it  is  their  open¬ 
ness  to  change.  They  do  not  merely  cope  with  change;  they  embrace  it. 
They  are  committed  to  it.  They  gladly  accept  the  wrenching  pain  of 
change  in  order  to  sieze  its  exciting  promise."  (Ref.  7) 
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unforseen  spillover  effects  of  these  technological  changes  that  are 
having  such  dramatic  and  often  unexpected  effects  on  our  entire  society. 
Even  those  who  are  aware  of  the  reasons  for  these  rapid  and  violent 
changes  may  find  themselves  disturbed  and  upset  by  the  disruptions  in 
familiar  areas  of  their  lives. * 

Those  who  are  not  aware  of  the  reasons  for  these  disruptions  to 
their  usual  ways  of  doing  things  (and  they  are  a  large  percentage  of 
our  population!  )  are  terrified  by  the  "decay  in  our  values"  and  often 
vainly  seek  to  return  to  the  happier  and  simpler  days  of  the  past. 

Thus,  there  is  the  prospect  that  many  of  our  most  fundamental 
metaphysical  assumptions  are  in  the  process  of  being  undermined,  and 
this  undermining  of  cherished  beliefs  may  be  exceedingly  threatening 
to  large  segments  of  our  society.  The  emphasis  may  increasingly  tend 
to  be  on  "process"  (how  things  change)  instead  of  "structure,"  (how 
things  are  at  present)  as  the  rate  of  change  in  our  society  continues 
to  increase. ^ 

Some  of  the  changes  that  have  been  predicted  as  a  result  of  this 
tendency  toward  a  more  Heraclitian  society  are  listed  below;  (Ref.  1) 

a)  An  increased  emphasis  on  knowledge  and  education. 

More  intellectual,  artistic  and  emotional  occupa¬ 
tions  and  less  muscular  and  non-skilled  work. 

b)  A  trend  toward  applied  social  science;  toward 
problem-orientation  as  distinct  from  discipline- 
orientation  in  order  to  discover  what  it  is  we 
need  to  know--a  need  to  ask  new  questions. 

c)  Increased  importar.  e  of  interdisciplinary  fields 
of  inquiry. 


‘Marcuse  points  out  that  not  only  individuals,  but  the  institutions  of 
our  society  themselves,  arc  extremely  disturbed  by  and  resistant  to 
rapid  change.  Often  these  institutions  are  the  principle  obstacles  to 
needed  reforms  (Ref.  8) 

2. 

Freeman  Holiner  expresses  this  metaphor  leal ly .. ."We  know  that  change 
is  now  a  condition  of  life--change  is  a  new  kind  of  equilibrium.  We  are 
learning  to  live  with  it,  just  as  a  child  with  a  new  bicycle  discovers 
that,  in  motion,  his  vehicle  is  more  stable  than  it  is  at  rest."  (Ref.  9) 
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d)  New  policy  oriented  research  organizations 
arising  at  the  borderlines  of  industry,  govern¬ 
ment  and  universities  in  the  no-man's  land 
between  the  public  and  private  sectors  of  our 
economy . ^ 

e)  An  increase  in  life  long  education  and  a  break¬ 
down  of  the  lifelong  constancy  of  a  single  trade 
(which  has  often  been  the  basis  of  many  workers' 
personal  identity  and  sense  of  individuality). 

A  greater  need  for  occupational  flexibility  and 
problem  solving  ability  (rather  than  a  knowledge 
of  factual  information  in  a  given  field). 

The  thesii  of  this  paper  is  that  the  institution  of  PPBS  is  a 
result  of  many  of  these  changes  and  that  its  institution  enables 
society  to  better  control  the  direction  of  these  changes  and  cope 
with  their  effects.  In  the  next  section  the  historical  evolution  and 
some  of  the  characteristics  of  PPBS  will  be  described. 


*"E.g.,  The  Institute  for  the  Future  (IFF),  Middletown  Connecticut,  and 
the  Urban  Institute  (UI),  Washington ,  D.C. 
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SECTION  III 


HOW  PPBS  CHANGES  OUR  GOVERNMENTAL  BUDGETING  PROCESS 

The  Planning,  Programming,  Budgeting  System  (PPBS)  technique  was 
developed  in  the  late  1950's  and  extensively  applied  in  the  Department 
of  Defense.  In  October  1965  the  President  directed  that  it  be  applied 
throughout  the  U.S.  Federal  Government. 


An  informative  way  of  looking  at  the  PPBS  system  is  to  view  it 
in  historical  perspective  as  a  forward  step  in  the  history  of  budget 
reform.  This  has  been  done  by  Allen  Schick  (Ref.  10),  and  the  following 
presentation  draws  upon  many  of  the  concepts  presented  in  his  article. 


The  process  of  running  an  organization  can  be  considered  to 
consist  of  three  stages:^ 


1.  Planning  -  what  are  the  long  range  goals  and 
the  tasks  required  to  achieve  them? 


2.  Management  -  what  is  the  best  way  of  accomplish¬ 
ing  a  prescribed  task? 

3.  Control  -  assuring  that  these  tasks  are  carried 
out  effectively  and  efficiently. 


Theoretically,  the  budgeting  process  could  aid  in  all  three 
functions.  From  a  practical  and  historical  point  of  view,  the  budget¬ 
ing  authorities  have  tended  to  concentrate  principally  on  one  function 
at  a  time.  However  historically  the  emphasis  has  shifted  from  "control" 
to  "management"  and  now,  with  the  introduction  of  PPBS,  to  the  "plan¬ 
ning"  function. 


The  type  of  information  needed,  the  time  in  the  budgeting  cycle 
when  this  information  is  required,  the  desired  levels  of  aggregation, 
and  the  sources  and  destinations  of  data  tend  to  differ,  depending  on 
which  of  the  three  functions  is  emphasized  in  a  particular  budgeting 
system. 


‘Anthony  (Ref.  11)  uses  different  terms  ("strategy,"  "management," 
"operational")  to  describe  a  similar  breakdown  of  an  organization's 
funct ions . 
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Daring  the  years  1920-1935  the  dominant  emphasis  in  governmental  budget¬ 
ing  was  on  "control"  of  expenditures.  Government  was  regarded  as  a 
necessary  evil,  and  the  major  err  ha sis  was  in  keeping  expenses  to  a 
minimum  and  preventing  irregularities. 

With  the  advent  of  the  New  Deal,  government  was  to  be  used  as  a 
means  of  improving  society  and  there  was  greater  emphasis  on  the  "manage¬ 
ment"  function  in  governmental  budgeting.  This  "performance  budgeting" 
approach  led  to  reform  in  the  appropriation  structure,  and  the  develop¬ 
ment  of  work  measurement  programs  and  sophisticated  cost  accounting 
techniques,  as  well  as  emphasis  on  the  application  of  "scientific  manage¬ 
ment."  The  Hoover  Commission  Reports  represent  this  approach  to  budgeting. 

Within  the  last  ten  years,  with  the  introduction  of  PPBS ,  the 
"planning"  function  has  been  emphasized.  Here  the  expenditures  are 
categorized  functionally  according  to  the  goals  that  they  enhance 
(i.e.,  transportation,  health,  etc.)  regardless  of  the  agency  by  which 
they  are  spent.  The  objective  is  to  rationalize  policy  making  by 
providing  data  on  the  costs  and  benefits  of  alternate  ways  of  attaining 
proposed  public  objectives,  and  to  develop  output  measurements  to 
facilitate  the  effective  attainment  of  these  objectives.  This  progression 
in  budgeting  techniques  from  one  emphasis  to  the  next  has  many  implica¬ 
tions  throughout  governmental  organizations,  some  of  which  are  summarized 
in  the  Appendix. 

With  the  introduction  of  PPBS  the  dominant  skills  needed  in  the 
budgeting  process  have  tended  to  change. *  Overall  purposes  rather  than 
activities  or  specific  objectives  are  emphasized.  The  "planning" 
function  is  performed  before  the  complete  preparation  or  execution  of 
the  budget.  Since  all  funds  expended  toward  a  given  function  (regard¬ 
less  of  through  which  government  agency  they  are  spent)  can  be 
examined,  an  improvement  in  overall  effectiveness  can  be  obtained  by 
emphasis  on  the  choice  of  the  more  advantageous  policies  and  goals 
rather  than  by  efficiency  in  specific  activities  or  accurate  account¬ 
ing  for  expenditure  and  goods. 


‘Many  originally  accounting  oriented  agencies  such  as  the  Bureau  of 
the  Budget  and  the  General  Accounting  Agency  are  now  adding  economists 
and  engineers  to  their  staffs  in  order  to  gain  competence  in  perform¬ 
ing  cost/effectiveness  studies.  (Ref.  12) 
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The  budgeting  decision  flow  for  PPBS  is  from  a  centralized  planning 
group  rather  than  from  each  operating  agency,1  and  thus  the  choices  made 
by  its  practitioners  tend  to  evaluate  overall  programs  rather  than 
incrementally  modifying  tue  yearly  expenditures.  Thus,  the  responsibility 
for  "planning"  is  central  .zed  as  opposed  to  centralized  "management" 
or  "control"  responsibility  for  the  previous  budgeting  orientations. 

The  fact  that  under  PPBS  the  appropriation  and  budget  classifications 
are  different  (since  many  different  agencies  may  perform  the  same 
function)  and  that  the  link  between  each  organization  and  its  appropria¬ 
tion  is  indirect,  accounts  for  many  of  the  difficulties  involved  in 
implementing  the  new  functional  type  budgeting  accounts. 

The  widespread  introduction  of  PPBS  throughout  all  levels  of 
government,  advances  in  the  techniques  of  operations  research  and 
systems  analysis,  and  the  advent  of  computer  techniques  for  rapidly 
accessing  and  manipulating  large  quantities  of  data,  provide  a  power¬ 
ful  new  tool  for  increasing  the  effectiveness  of  the  public  sector 
of  the  economy  and  coping  with  the  increasingly  rapid  rate  of  change. 


'This  does  not  preclude  the  operating  agencies  from  performing  analyses 
and  submitting  them  to  the  centralized  planning  group.  It  is  the  decision 
making  function  rather  than  the  analysis  function  which  is  centralized. 
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SECTION  IV 


SOME  RELATIONSHIPS  BETWEEN  PPBS  AND  FUTURE  CHANGE 

The  development  of  PPBS  budgeting  techniques  are  directly  related 
to  the  technology  induced  changes  noted  earlier  in  this  paper.  In 
the  first  place,  in  some  respects  the  advent  of  PPBS  was  in  response 
to  these  changes.  Secondly,  in  many  ways  the  development  of  PPBS  from 
earlier  forms  of  performance  budgeting  parallels  other  developments 
in  our  society.  Finally,  the  implementation  of  PPBS  will  itself  tend  to 
influence  the  direction  of  some  of  these  changes  and  aid  in  coping 
with  them.  In  the  following  paragraphs  I  will  discuss  these  three 
aspects  of  the  PPBS  -  changing  society  relationships. 

1.  As  technological  change  proceeds  at  an  ever  increasing  pace, 
new  alternatives  appear  more  often  and  the  consequences  of  individual 
decisions  have  shorter  lifetimes.  Thus,  there  is  a  necessity  for 
making  a  greater  number  of  decisions  which  reevaluate  entire  programs. 
Also,  because  of  this  increased  rate  of  change,  past  experience  alone 
is  no  longer  as  valid  a  basis  for  our  decisions.  We  need  assistance 
in  keeping  track  of  the  many  costs,  direct  benefits,  and  spillover 
effects  of  entire  programs.  PPBS  helps  fill  this  need  for  decisions 
by  providing  a  structured  methodology  toward  an  overall  approach  to 
programs  being  evaluated,  in  contrast  to  the  incremental  approach  of 
earlier  budgeting  methods. 

As  the  complexity  and  cost  of  larger  projects  increases, 
the  PPBS  approach  provides  formalized  and  explicit  methods  of  more 
accurately  measuring  the  costs  and  effects  of  such  large  projects 
and  handling  the  larger  amounts  of  data  meaningfully.  It  also 
enables  larger  numbers  of  people  from  many  disciplines  to  become 
involved  with  the  issues  in  the  making  of  decisions  by  providing  a 
structured  method  for  disciplining  the  dialogue  between  them. 

(This  lack  of  communication  between  specialists  in  different 
disciplines  is  a  growing  and  difficult  problem.  ) 

As  government  engages  in  more  large  scale  social  welfare 
projects,  where  dollar  costs  and  profits  are  not  satisfactory 
indicators  of  program  desirability,  PPBS  provides  a  vehicle  for 


1*Boulding  observes  that  "too  many  experts  devote  their  lives  to 
finding  the  best  way  of  doing  something  that  should  not  be  done  at 
all."  (Ref.  6) 
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developing  measures  ol'  social  effectiveness  more  rationally.  It  also 
can  aid  in  the  distributing  of  public  resources  in  a  more  beneficial 
manner. 


2.  Not  only  is  PPBS  a  means  of  responding  to  the  above  changes, 
but  its  development  also  parallels  certain  trends  in  our  society. 

As  our  universities,  "think  tanks"  and  RSJ)  corporations  are  becoming 
more  problem  rather  than  discipline  oriented,  the  budgeting  process 
in  PPBS  is  also  becoming  oriented  toward  overall  functional  performance 
rather  than  efficiency  in  individual  task  areas.  Our  society  is 
becoming  more  and  more  concerned  with  the  process  of  change  as 
opposed  to  the  present  existing  structure,  and  our  educational  establish¬ 
ment  is  becoming  increasingly  oriented  toward  principles  and  techniques 
rather  than  just  knowledge  of  the  existing  situation.  In  an  analogous 
manner  the  PPBS  budgeting  system  reflects  this  by  putting  increased 
emphasis  on  the  overall  objectives  of  policy  as  opposed  to  the  details 
of  managing  efficiently  or  controlling  the  disposition  of  funds. 2 

3.  Finally,  in  many  ways  PPBS  itself  will  tend  to  cause  future 
changes  to  occur  in  a  more  orderly  fashion,  and  aid  society  in 

coping  with  them.  For  example,  as  a  result  of  increased  specialization 
(combined  with  rapid  technological  change),  there  are  many  specialists 
pursuing  their  disciplines  in  areas  where  they  are  no  longer 
functionally  justified  (e.g.,  the  electronic  tube  designer  who  has 
not  become  skilled  in  integrated  circuits). 

By  emphasizing  the  functional  benefits  of  programs,  pockets 
of  efficiency  without  justifiable  function  will  tend  to  be  phased 
out  more  rapidly.  (Both  public  and  private  funds  and  programs  will 
be  needed  here  in  order  to  avoid  undue  hardship).  Similarly, 
numerous  governmental  and  defense  facilities  that  have  outlived  their 
functional  usefulness  may  be  brought  to  light  by  means  of  PPBS 
functional  analysis  techniques,  and  their  capabilities  to  useful  tasks. 


'Critics  of  PPBS  have  claimed  it  overemphasizes  quantitative  measures. 
If  PPBS  is  used  effectively,  new  and  more  effective  quantifiers  will 
be  developed,  and  non-quant itative  factors  will  be  explicitly  defined 
and  taken  into  account.  Jones  has  outlined  this  type  approach  in  a 
study  for  the  New  England  Regional  Commission  (Ref.  13) 

2 

'As  Hitch  and  McKean  (Ref.  14)  point  out,  the  overall  policy  objectives 
and  the  costs  of  attaining  them  are  as  "interdependent  as  the  front 
and  rear  sights  on  a  rifle."  What  is  meant  here  is  that  increased 
emphasis  is  placed  on  overall  objectives;  not  that  the  budgeting 
functions  of  efficiency  and  control  are  neglected. 
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By  bringing  to  light  unlorsccn  spillover  effects,  and  by  forcasting 
difficulties  that  the  introduction  of  technological  changes  might 
induce,  PPBS  will  help  in  the  more  rational  management  rapid  change. 

The  PPBS  techniques  are  no  panacea  for  aociety's  ills,  and  there 
are  dangers  involved  if  the  PPBS  methodology  is  misused.  Complex 
analytical  studies  may  be  used  to  give  increased  emphasis  to  quantifi¬ 
able  measures,  and  cause  the  neglect  of  effects  that  cannot  be 
accurately  quantified.  The  mystique  of  computerized  outputs  may 
allow  the  results  of  analytic  models  to  dominate  the  decision  models. 
The  wisdom  of  experience^  and  common  sense  may  not  be  permitted  to 
temper  analytical  outputs. 

Adam  Yarmolinsky  provides  an  excellent  statement  of  the  limita¬ 
tions  of  computers  as  decision  makers  (Ref.  15). 

"...computers  can  provide  no  substitute  for  this 
process  of  judgment  based  on  experience.  But  they 
can  make  it  easier  to  acquire  and  marshal  the 
facts  that  can  be  subject  to  analysis.  Any  tool 
that  facilitates  the  collection  and  organization 
of  data  in  a  complicated  and  changing  fact  situa¬ 
tion  is  a  significant  aid  to  Judgment.  Of  course, 
computers  are  useful  in  assembling  the  facts  on 
which  to  base  a  decision.  So  are  the  typewriters 
and  adding  machines.  But  no  one  suggests  that  we 
consult  a  typewriter  or  adding  machine  in  reaching 
a  decision.  Like  computers,  they  are  taken  for 
granted." 

"There  is  one  way  in  which  the  electronic  revolution 
may  expand  the  scope  of  creative  decision  making 
in  the  military  establishment  and  elsewhere.  It 
has  been  suggested  that  a  measure  of  creativity  is 
the  ability  to  hold  a  relatively  large  number  of 
ideas  in  suspension,  allowing  them  to  arrange  them¬ 
selves  in  a  number  of  different  ways.  The  electronic 


Moulding  comments  that  often  "the  rationalized  process  can  only 
take  subsystems  in  their  more  exact  fashion,  and  being  rational 
about  subsystems  may  be  worse  than  being  not  very  rational  about 
the  system  as  a  whole."  (Ref.  6) 

^'Even  though  it  is  true  that  past  experience  will  be  less  important 
in  future  decision  making,  an  experier.ced  decision  maker  is  needed 
to  interpret  and  integrate  the  results  of  analytical  studies. 
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revolution  offers  the  creative  planner  and  strategist 
greater  scope,  as  it  makes  available  more  data, 
assembled  more  rapidly,  from  a  wider  geographic  range 
of  sources,  and  more  easily  combined  and  recombined. 

The  rest  is  up  to  the  human  mind." 

Thus,  if  PPBS  is  used  mechanically  without  insight,  the  quality 
of  decision-making  may  suffer  rather  than  benefit. 

On  the  other  hand,  functional  budgeting  as  practiced  within  the 
PPBS  structure  can  be  used  to  make  explicit  many  second  order 
effects  and  discover  promising  alternative  methods  of  reaching  a 
desirable  goal.  Analytic  modeling  can  be  used  as  a  tool  for  making 
data  more  explicit  and  accurate  and  as  a  guide  rather  than  as  a 
substitute  for  the  decision  maker.  Used  this  way  PPBS  has  the 
potential  of  improving  decisions  by  highlighting  what  tradeoffs  are 
being  made,  and  indicating  just  which  interest  groups  are  paying  the 
costs  and  which  are  reaping  the  benefits.  By  making  explicit  the 
expected  results  of  alternate  policies  it  can  improve  the  fore¬ 
casting  process,  and  so  help  to  control  the  effects  of  the  intro¬ 
duction  of  new  technology.  By  focusing  attention  on  more  varied 
data  and  more  numerous  alternative  possibilities  it  can  improve 
the  political  decision-making  process  by  allowing  the  Congress  and 
the  electorate  to  become  better  informed.  Additional  planning  and 
more  comprehensive  data  can  force  earlier  consideration  of  pain¬ 
ful  problems  that  are  often  hidden  behind  slogans  or  indifference. 

The  amelioration  of  such  problems  as  hard-core  poverty  and  unemploy¬ 
ment  might  be  less  difficult  and  expensive  if  tackled  before  they 
reach  the  critical  stage. 

The  PPBS  system  may  tend  to  encourage  the  asking  of  meaningful 
but  uncomfortable  questions  by  forcing  more  rational  thinking  in 
setting  goals  and  objectives.  For  example,  just  what  are  our 
objectives  in  building  large  weapon  systems?  How  much  of  our 
motivation  is  toward  the  defense  of  the  country,  and  how  much  toward 
the  development  of  new  technology?  Are  we  also  interested  in 
keeping  scientists  employed,  and  do  we  also  like  to  play  with  fancy 
hardware?  The  earlier  such  questions  are  asked  the  better  we  can 
cope  with  the  answers.  Today  such  questions  are  beginning  to  be 
raised  concerning  atomic  deterrence;  tomorrow  we  may  have  to  ask 
them  concerning  the  modification  of  human  genetic  material. 

Finally,  the  PPBS  system  can  help  in  establishing  relationships 
between  the  input  resources  invested  in  alternative  programs  and  their  out¬ 
put  benefits.  This  can  result  in  a  more  effective  utilization  of 
society’s  resources.  In  all  these  ways  PPBS  can  aid  government 
planners  and  citizens  in  coping  with  the  avalanche  of  changing 
factors  which  confront  us  all. 
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SECTION  V 


SUMMARY  AND  CONCLUSION 

This  paper  has  attempted  to  indicate  some  of  the  interfaces 
between  our  changing  society  and  the  introduction  of  PPBS ,  a  compara¬ 
tively  recently  implemented  budgeting  and  planning  technique. 

First,  some  of  the  causes  of  the  increasingly  rapid  pace  of 
change  in  our  society  were  discussed  and  some  of  the  predicted  new 
developments  were  described.  The  possibility  was  raised  that  the 
magnitude  and  pace  of  this  change  may  be  on  the  verge  of  causing 
a  structural  change  in  our  society;  i.e.,  we  may  be  approaching  a 
society  where  the  process  of  change  itself  will  be  more  significant 
than  present  structure. 

These  rapid  modifications  of  both  our  habits  of  thought  as  well 
as  of  our  physical  environment  may  impose  tremendous  strains  on  both 
individuals  and  institutions  in  our  society.  An  awareness  of  this 
phenomenon  may  be  a  significant  first  step  in  devising  methods  of 
adjusting  to  it. 

Next,  this  paper  has  included  a  description  of  the  evolution  of 
the  budgeting  process;  from  emphasis  on  "control"  of  funding,  to  the 
encouragement  of  "managerial  efficiency",  to  the  present  concept  of 
emphasis  on  more  efficient  overall  "planning." 1  Some  of  the  character¬ 
istics  of  all  three  of  these  phases  of  budgeting  were  described. 

Finally  some  cause  and  effect  relationships  between  increasingly 
rapid  change  and  the  introduction  of  PFBS  into  government  were 
described  and  discussed. 


'In  the  future  there  may  be  a  need  for  an  even  "higher  level"  of 
aggregation  than  the  present  functional  breakdowns  of  PPBS.  For 
example,  the  studies  to  locate  a  new  airport  in  the  Boston  area 
(transportation  function)  and  a  new  Medical  Center  for  the  University 
of  Mass,  (health  function)  were  carried  out  separately.  There  is 
great  local  opposition  to  an  airport  and  local  desire  for  a  medical 
center.  If  some  higher  level  (the  governor?)  could  offer  a  combina¬ 
tion  of  "good"  and  "bad"  programs  to  a  given  area  the  political 
problems  of  fairly  locating  these  type  facilities  might  be  more 
easily  solved. 
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It  was  shown  how  PPBS  was  developed  in  response  to  some  of  the 
recent  changes  in  our  society,  how  its  development  has  paralled  some 
of  these  changes,  and  how  it  offers  a  methodology  for  predicting  and 
influencing  the  direction  of  many  of  these  changes. 

In  a  time  of  rapid  and  often  uncomfortable  changes  the  intelligent 
use  of  the  PPBS  technique  may  provide  a  method  for  the  more  rapid 
and  rational  resolution  of  the  stresses  such  rapid  change  is  certain  to 
produce  throughout  our  society. 
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APPENDIX 


A  TABULATION  OF  SOME  BASIC  DIFFERENCES 
BETWEEN  BUDGET  ORIENTATIONS 

Table  I  tabulates  some  of  the  pertinent  characteristics  of  the 
three  types  of  budgetary  systems  discussed  in  this  paper.  It  also 
lists  some  apparent  trends  in  the  progression  from  "control"  to 
"management"  to  "planning"  oriented  budgets. 

Note  that  the  "control"  oriented  budget  tends  to  utilize  personnel 
vith  accounting  skills.  It  emphasizes  "how  much  things  cost"  and  the  principal 
role  of  the  budgeting  agency  is  a  judiciary  one,  i.e.,  to  insure  that 
the  funds  are  spent  as  directed.  The  decisional  flow  is  upward,  that 
is  the  lowest  operating  level  estimates  its  projected  expenses  and 
these  are  used  as  building  blocks  (aggregated)  for  the  next  higher 
level's  estimates,  until  the  highest  level  is  reached,  and  the  totality 
constitutes  a  department  wide  budget. 

The  "control"  oriented  budget  encourages  incremental  type  decisions 
since  its  approach  is  "this  is  where  we  are:  where  do  we  go  from  here?" 

The  responsibility  for  controlling  funds  is  centralized,  since  the 
prime  function  of  this  type  budget  is  assuring  that  funds  are  not 
misspent.  Major  advantages  of  this  form  of  budgeting  are  the  fact  that 
the  budget  classifications  are  easy  to  follow  (e.g.,  the  cost  of  type¬ 
writers  and  desks)  and  those  classifications  used  for  the  appropriation 
of  funds  are  the  same  as  those  used  by  each  organization. 

The  "management"  oriented  budget  emphasizes  personnel  with 
administrative  skills,  and  deals  vith  how  much  it  costs  to  perform 
specified  activities  (e.g.,  painting,  machining,  programming,  etc.), 
and  its  principal  emphasis  Is  on  performing  activities  in  a  most 
efficient  manner.  Also,  cost  estimates  flow  upward  from  lower  operating 
levels  and  are  aggregated  to  prepare  department  level  budgets.  Again, 
the  tendency  is  to  modify  existing  budget  structures  in  an  incremental 
manner . 

Since  "management"  is  the  principal  orientation  of  this  type 
budget,  this  is  the  function  that  is  centralized,  while  the  "control" 
and  "planning" functions  are  performed  by  each  operating  department. 

As  in  "control"  oriented  budgets  the  classifications  used  are  familiar 
and  present  no  unusual  difficulties. 

The  "planning"  (PPBS)  oriented  budget  utilizes  personnel  trained 
in  economics  or  systems  engineering,  deals  with  the  overall  goals  of 
the  organization,  and  attempts  to  formulate  policy.  These  policy 
decisions  are  made  at  the  top  (after  having  received  inputs  from  below) 
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SOME  BASIC  DIFFERENCES  BETWEEN  BUDGET  ORIENTATIONS 
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and  then  are  dissiminated  throughout  the  organization.  This  type 
orientation  encourages  the  evaluation  of  the  effects  of  overall 
programs  rather  than  implementing  incremental  changes.  The  "planning" 
function  is  centralized  while  the  "control"  and  "managerial"  functions 
are  dispersed.  Since  this  form  of  budgeting  uses  functional 
classification  which  differs  from  the  required  organizational  funding 
breakdowns,  it  is  necessary  to  devise  methods  of  translating  one  to 
the  other  (often  called  "crosswalk"). 
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